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Can Labor and Management Really Work Together? 


We were challenged by an industrialist, who is an ac- 
tive churchman, on the opening statement in our issue of 
September 3: “Labor-management relations in America 
continue in the pattern of a power struggle .. .” What 
was meant, of course, was that in some great key indus- 
tries a power struggle goes on intermittently. In the 
meantime, the statement has been illustrated on a huge 
and melancholy scale. However, just as the peace-serv- 
ing processes going on in the United Nations are of para- 
mount importance, so the unspectacular on-going corpo- 
rate relations between management and labor and careful 
and patient studies may be more significant than indus- 
trial ‘wars and rumors of wars.” 

As the Federal Council’s statement on industrial rela- 
tions, adopted last spring, says, “All but a small fraction 
of agreements are reached annually without recourse to 
strikes or lockouts, and operations under contracts are in- 
creasingly well-planned and smoothly uneventful. This 
is an achievement for which credit is mutually and richly 
deserved. There is here a strength of unity and good 
will by which important issues may be resolved.”* This 
record, the statement said, has been “inadequately publi- 
cized” and the public is often misled into stressing the 
“open conflicts in industry” and overlooking “the far 
larger areas of harmonious relations.” This week we 
would turn the attention of our readers—especially min- 
isters, educators, and social workers—in the latter direc- 
tion. The gravity of the present great conflicts can hardly 
be over-emphasized, but the constructive forces may be 
more significant in the end. 


“Partners in Production” 


The Labor Committee of the Twentieth Century Fund, 
including two manufacturers, two labor union officials, 
two university professors, and one publisher, with Wil- 
liam H. Davis as chairman, has been analyzing recent de- 
velopments in labor relations. In its current report,? a 
book of about 150 pages, it attempts to face the issues as 
they appear today and makes recommendations as to solu- 
tion of them. The five chapters are on ‘Conflict or Co- 
operation?”, “The Goals and Attitudes of Labor and 
Management” (58 pages), “Bases for Mutual Under- 
standing” (36 pages), “Reaching for a Philosophy,” and 
“Analysis and Recommendations.” 


Tt is conceded that the “capacities for hostility and mu- 


1 Available from Literature Department, Federal Council, 5 
cents each; quantity rates. 


2 Partners in Production. New York, Twentieth Century Fund, 
1949. $1.50. 


asaaaa 


tuality, for conflict and cooperation, root deep in the hu- 
man endowment” (as Professor Selekman has discussed 
more extensively in his notable book, Labor Relations and 
Human Relations, 1947). “Their existence side by side 
warns against approaching industrial problems in any 
spirit of wistful search for a sort of idealized coopera- 
tion,” the authors quote from Selekman. The “will to 
cooperate,” however, the authors agree, can make use of 
common goals to mitigate and compromise the conflicts. 
We sketch briefly the content of the central chapter on 
“Basis for Mutual Understanding.” 


The authors find two goals common to labor and man- 
agement, in which there ought to be only minor elements 
of conflict. One such goal is “a chance to advance.” 
Here the issue of seniority vs. ability is raised, but mutu- 
ally satisfactory compromises of this issue, they believe, 
are becoming more common. Another issue concerning 
the “base of the triangle’—the large majority of workers 
destined to remain rank-and-file workers—has been found 
adjustable in many cases by compensations that raise the 
economic status of lower-paid workers and by “increasing 
the meaning and dignity” of jobs. 

A second common goal is mutual responsibility for ob- 
servance of collective bargaining contracts. The surface 
evidences of irresponsibility in this regard are called the 
“growing pains of the relationship.” It is noted that 
“new unions have trained several hundred thousand local 
and international union officers in the past ten years, and 
much of this training has been directed toward the goal 
of responsibility. . . . Labor points with some pride to the 
fact that the unions have been mainly responsible for 
substituting arbitration of grievances for stalling by man- 
agement and wildcat strikes by workers.” 

Four areas are discussed in which some goals of man- 
agement appear to conflict at major points with goals of 
labor. 


One involves “human treatment.” In the past, man- 
agement’s attention has been “centered on the machine” ; 
the worker’s attention “is necessarily focused on himself, 
his human needs, aspirations, and dislikes.” “We are 
slowly developing techniques for bringing a shift in work- 
ers’ attitudes toward the machine.” Their fear is often 
relieved by “foreknowledge” and whatever guarantees are 
“feasible in the circumstances,” but their suspicion that 
management “skims off all the cream” is more persistent. 
though “not founded on fact.” Management needs not so 
much “to tell their workers the ‘facts’ of competitive free 
enterprise through advertising and propaganda” as to “in- 
still a sense of participation in a common enterprise,” and 
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“to get their trust” in ways elsewhere suggested in the 
book. 

Employes’ loyalties are another area of conflict. “Obvi- 
ously . . . there must be some overlapping of loyalties.” 
But polls have shown that “union loyalty does not neces- 
sarily preclude recognition of an interest by the company 
in the workers’ welfare. Those unions that feel the em- 
ployer is out to destroy or weaken them are going to try 
their best to discredit the management and win the strong 
support of the worker. Those employers who are con- 
vinced that the union is reaching for things that will 
wreck the enterprise are bound to try to weaken the 
union. A struggle over loyalty is no more than a symp- 
tom of unsuccessful labor-management relations. The 
conflict disappears wherever labor and management have 
learned to live together... . The company and the union 
each has its function and each respects the function of 
the other.” 

As to “freedom to manage . .. the success of the union 
and the employer in reaching amicable adjustments will 
obviously depend on the security of the union and the 
quality of management.” The authors quote Chester I. 
Barnard’s definition of authority—‘the decision whether 
an order has authority or not lies with the persons to 
whom it is addressed and does not reside in ‘persons of 
authority’ or those who issue the orders.” “One of the 
implications,” they say, “is that the democratic system 
not only is a fruitful way to run a state but also has prac- 
tical application to the problem of running any kind of 
organization, including a business.” 

The problem of giving the worker more responsibility 
and dignity in his job “becomes one of creating communi- 
ties of self-directed citizens out of the nation’s shops. 
Every industrial enterprise by nature must be a coopera- 
tive enterprise. That the workers do not act as if they 
understood this is because the shops . . . have not been 
organized to give them a sense of participation and re- 
sponsibility. They are merely there to do their jobs, get 
paid, and go home. The returns to the enterprise are 
empty because the life is empty.” 

As to security, the authors say “there are many ways 
in which the drive for job security can be satisfied with- 
out adding to the cost of running the business.” They 
suggest, for example, that “severance pay and pensions 
can be adopted gradually, as one of the costs of doing busi- 
ness, not unlike the reserves management stores away for 
depreciation and depletion or to pay dividends in bad 
years.” For creating an active and effective interest 
among the workers in management’s chief goal, “a profit- 
able and efficient enterprise,” systems of incentive pay- 
ment and profit sharing are cited. However, no simple 
solution is offered to the problem of securing the extra 
production that is usually within the normal capacity of 
the workers and requires no additional output of energy. 


Management Associations Make New Studies 


The American Management Association has sponsored 
one of the most notable studies in its field, and the report 
of it, prepared by Ernest Dale, is almost indispensable to 
any student or reviewer of labor-management relations.® 
The purpose of the study was “to analyze experience in 
integrating labor (both organized and unorganized) and 
management in a common effort to increase productivity.” 
The sharing of the results of increased productivity in 
wages, in benefit plans, and in improved security measures 


8 Greater Productivity through Labor-Management Cooperation. 


New York, American Management Association, 1949. $5.00 for 
non-members. 


is given considerable attention, though not the subject of 
this particular study. 

“Since cooperation is concerned with increasing the 
‘kitty’ to be distributed, it may in a sense be said to pre- 
cede collective bargaining, which is more concerned with 
the distribution of the ‘kitty.’ In cooperation, also, man- 
agement and labor seek a common objective in an area of 
common interest. In bargaining, while there is a common 
interest, there is not really a common purpose. . . . In 
cooperation both parties make contributions; both may 
benefit. Thus, labor makes suggestions, not only to im- 
prove its own working conditions, but also to aid the com- 
pany’s competitive position. If management, with the 
aid of labor, works out plans for cutting production costs, 
it passes on a definite share of the gains to labor ; it does 
not merely promise that labor will somehow benefit in 
the end. ... 

“In this report, discussion of cooperation as a means of 
increasing productivity is confined to formal plans... . 
No inference should be drawn from this that cooperation 
is possible only through some formal organizational setup 
such as those described in later chapters. A great deal of 
unorganized cooperation exists and has amply proved its 
worth.” 

There are five parts of the report, which runs to about 
200 pages. Part I, on “The Status of Cooperation,” in- 
cludes a treatment of the nature and objectives of coopera- 
tion, the present extent of it, and the views of both man- 
agement and organized and unorganized employes. Part II, 
“Evaluation of Cooperation by Specific Data,” includes 
such topics as job evaluation, work measurement, time 
studies, incentive pay, individual suggestions, union con- 
tributions, accident prevention, reduction of waste, and 
improvement in training, with many case studies. Part 
III, “Factors to Consider in Starting and Operating Co- 
operation” deals with management security, labor secu- 
rity, influence of personalities, sharing the gains, etc. In 
Part IV, “Organizing Cooperation,” many case studies are 
included. Part V gives a brief statement of conclusions 
under the head of “The Possibilities of Identifying La- 
bor with Efficiency through Cooperation.” 

The Appendix, though brief, is extraordinarily inter- 
esting in its discussion of “Underlying Forces Affecting 
Labor-Management Cooperation”—social trends, political 
forces, and psychological forces. It is pointed out that 
labor-management cooperation may strengthen “the move- 
ment to modify the adverse effects of economic forces on 
economic security.” It may become “an aid to the com- 
pany in its struggle to maintain its economic position.” 
Perhaps, also, it is “one possible way of restoring the 
dominance of social over economic considerations. Like 
the ‘pre-economic society,’ cooperation emphasizes the 
group and the mutual aid of individuals in it. . . . In- 
creases in mechanization and standardization and minute 
subdivision of labor have led to a reduction in the scope 
allowed for human judgment and creative activity at 
work. Hence there may have to be a compensatory in- 
crease in social interest and possibilities for social and 
political participation in the community. On the job, 
such compensatory interests may be supplied by partici- 
pation in challenging problems of the daily work in the 
factory.” There is a hint here of the Christian emphasis 


“ 


on “vocation.” 
Wage Payment Systems 
The National Industrial Conference Board has recently 
issued as one (No. 91) of its studies in Personnel Policy, 


a report on Wage Payment Systems. It describes “wage 
incentive systems, under which a substantial part of the 
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labor force is paid”; then gives ‘a summary of the prac- 
tices and experiences of industrial organizations in the 
operation of incentive plans as revealed by correspon- 
dence, plant visits, and lengthy discussions with qualified 
specialists ; and finally, since incentive plans have been 
incorporated in many collective bargaining agreements, 
“the wage incentive provisions contained in a large num- 
ber of currently effective contracts have been given ver- 
batim.” 

Material for this study was obtained from a sampling 
of current practices, for which were used 301 manufac- 
turing establishments each of which extends the use of 
incentive payments to some portion of its employes. The 
companies are widely distributed in size and in type of 
industry. 

This, too, is a valuable report for the increasing number 
of persons, within industry and outside, who are inter- 
ested in this subject. 


Profit Sharing 


A long-needed report on the development of profit- 
sharing systems in American industry is provided in a 
new book* by Kenneth M. Thompson of the State Uni- 
versity of Iowa. The author’s subtitle is “Democratic 
Capitalism in American Industry.” The only comparable 
survey was that of the Vandenburg Senate Committee ten 
years ago, directed by Donald Despain. Since then much 
water has flowed over the dam of labor-management 
relations. 

From the Preface: “The problem of equitable sharing 
of the rewards of economic activity among owners, work- 
ers and consumers has become a key domestic issue in 
the United States. Profit sharing—the division of a 
company’s profits with its employes according to a fixed 
plan—represents an approach, through a new frame of 
reference, to the fundamental labor-management economic 
problem. . . . Harmonious industrial relations and high 
productivity are vital, continuing needs in depression, 
‘normalcy,’ or prosperity, and these have been among the 
primary objectives of profit-sharing programs.” 

In the first six chapters (Parts I, II) we have a brief 
sketch of the history of profit sharing in America and a 
differentiation of it from other benefit and incentive 
plans; then discussions of goals of the labor movement 
and of organized labor’s response to profit sharing; fol- 
lowed by chapters on management’s objectives in insti- 
tuting profit sharing and on some disputed uses of profit 
sharing. 

In the two chapters of Part III the relation of profit 
sharing to a profit-and-loss economy is considered. “In 
the argument over direct sharing of business losses by la- 
bor, the greatest messages of alarm and synthetic sympa- 
thy for deprived workers emanate from non-profit-sharing 
managements.” The author believes that the loss of profit 
under a profit-sharing program “constitutes a challenge 
to workers, as well as to management, to reverse that 
trend,” but “the knowledge, incentive, and responsibility 
which profit participation may provide is unknown to 
most of America’s laboring men and women,” so that 
their concern is small with such matters as lowered costs, 
efficiency, and consequent profits. Likewise, it is noted, 
the concern of workers in any company with what other 
consumers can and will pay for its products becomes vital 
only as profit sharing gives the workers a direct and 
tangible reason for such concern. 

“How a Company Begins Sharing Profits” is the gen- 
eral subject of the six chapters of Part IV. In these 


* Profit Sharing. New York, Harper & Bros., 1949. $4.00. 
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chapters are described many types of successful profit- 
sharing plans, including such as those of Sears Roebuck 
and Company, Eastman Kodak Company, Joslyn Manu- 
facturing Company, Willoughby’s Camera Shop, Lincoln 
Electric Company, Nunn-Bush Shoe Company, and _ vari- 
ous others. The Bundy Tubing Company’s “cost savings 
sharing plan” is included as a still different type. The 
many failures of profit-sharing plans are attributed to 
chronic “sickness” of an enterprise, exclusion of employes 
from representation, delays in distribution, lack of un- 
derstanding by employes. or some other reason unrelated 
to the principle itself. The recent case of General Elec- 
tric is thus explained. 

Part V is concerned with the development of profit- 
sharing in the war and postwar periods. The extension 
of profit-sharing trusts in the banking field is especially 
noted. Then the large areas of industry into which or- 
ganized labor is a fairly recent entrant are discussed as 
helds for profit-sharing plans, and “the results attained 
by companies which enlisted organized labor’s support” are 
declared “striking evidence” that management-union ex- 
ploration of profit-sharing plans for these industries “‘can 
be highly profitable.” Eric Johnston’s experience with 
profit-sharing in his four West Coast companies, in co- 
operation with A. F. L. unions, is cited; so also is the 
Adamson Company’s plan developed in cooperation with 
the United Steelworkers officers in Pittsburgh. 

The author’s conclusion is that “profit-sharing offers 
to American industry a method of providing direct par- 
ticipation by wage earners in the problem-solving neces- 
sary for profit-creation and in the profits which reward 
these efforts’—giving labor as well as management and 
capital a “stake in capitalism.” He adds: “Such a gradual, 
peaceful evolution of industrial relations in American in- 
dustry is more effective than slogans or bullets in demon- 
strating the vitality of democratic capitalism.” 

The Thompson survey may not be regarded as wholly 
objective, and perhaps minimizes various obstacles to an 
early widespread adoption of profit sharing, but is an in- 
valuable compendium of information on this increasingly 
attractive subject. 


A New History of Labor 


Foster Rhea Dulles, journalist and teacher, now profes- 
sor of American history at Ohio State University, has 
told for the general reader the history of the labor move- 
ment in America against the background of our national 
development.’ Having no connection with either organ- 
ized labor or industrial management, he has given full 
recognition to labor’s grievances, aims, and achievements 
without glossing over the errors and abuses committed 
in its name or ignoring the responsibilities acquired with 
the recognition of its rights. He has viewed the rise of 
organized labor in the perspective of its present status, 
and its present attitudes against the background of a long 
history. The ups and downs of the American labor 
movement, the cross-currents and back-currents and the 
eddies and dams of its history, confuse any attempt to 
describe its course; but Dr. Dulles has been notably suc- 
cessful in dealing with the complexities and clarifying 
the major trends, within the compass of less than 400 
pages. 

We shall not try to sketch his story, or his appraisal of 
earlier developments, but merely quote briefly from his 
two postwar chapters. 

As compared with the situation after World War I. 


5 Labor in America: A History. New York, Crowell, 1949. 
$4.50. 
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when “government had given its support to industry . . . 
and organized labor was forced into the gradual retreat 
that marked the 1920s . . . the cohesive power of the 
strong unions of 1945 wholly changed this picture. . . 
The struggle . . . was an endurance contest rather than a 
slugging match. Although more workers were to be si- 
multaneously on strike in early 1946 than ever before, 
bloodshed was for the first time in the history of critical 
labor disputes largely avoided. [motions were violently 
aroused, but there was little physical violence. As strike 
followed strike . . . the tremendous implications of the 
nation-wide organization of industrial workers that had 
taken place since 1933 were borne home with dramatic 
force. Here was an entirely new challenge to the na- 
tional economy. It was not the threat of violence, sabo- 
tage, industrial warfare in the old sense, but of a paralysis 
of economic life through peaceful but far more effective 
work-stoppages on a nation-wide scale.” 

“The importance of the Taft-Hartley Act lay in its shift 
of emphasis . . . its underlying spirit reflected a desire to 
curb the unions.” It appeared like an attempt to “sub- 
stitute legal procedures for the free search for mutually 
acceptable agreements, and to threaten the union security 
for which labor had been so long struggling.” It was not 
a “slave labor bill” as it was “hysterically” called, but the 
Act, in the author’s view has a “potentially adverse effect 
on the status of the nation’s wage earners.” 

In his Postcript, the author concludes: “Wholly aban- 
doning the tradition of laissez-faire, the nation now recog- 
nizes that the determination of working conditions, and 
especially wage rates, is not the concern of labor and man- 
agement alone, but of paramount interest to the people as 
a whole. Whatever the shifts and turns in national labor 
policy, the public interest must be adequately safeguarded 
whenever management and labor are unable to resolve 
their differences through peaceful negotiation.” 


He finds signs of progress in the steady growth of col- 
lective bargaining and, when it breaks down, the widen- 
ing acceptance of arbitration or mediation, the “general 
observance of union contracts.” and the lessening of strike 
violence. 


“‘Management-Union Arbitration’ 


An aspect of labor-management relations that all but 
escapes newspaper headlines is dealt with in an interesting 
and informing way by Maxwell Copelof.® It tells of a 
method used by voluntary agreement to resolve issues 
that cannot be settled by the two parties themselves. 


There are two main sources of management-labor fric- 
tion. One is in the drawing up of new contracts; the 
other is in the interpretation and the application of the 
terms of a contract. In all but a fraction of instances 
these are settled directly by the parties themselves through 
collective bargaining in the first case, or through informal 
conferences or agreed-upon procedures in the second case. 
But at times an impasse is reached, and the maximum 
measure of agreement then possible is the referral of the 
issue to an arbitrator whose decision is accepted as 
binding. 

The types of disputes that lend themselves to arbitra- 
tion are given by the author as follows: “1, Disputes in- 
volving the interpretation or application of a current union 
contract; (2) Disputes developing between management 
and labor operating under a contract which failed to in- 
clude specific provisions covering controversial issues that 


® Management-Union Arbitration. New York, Harper & Bros., 
1949. $5.00, 


have arisen; (3) Disputes arising over an impasse in the 
negotiation of some or all provisions of a new contract; 
(4) Disputes between unions and their own members as 
to the latter’s rights and obligations to their labor organi- 
zation; (5) Disputes between two or more unions as to 
their jurisdiction over employes involved in particular 
situations.” Mr. Copelof notes that “the first three types 
of cases represent more than 99 per cent of all the matters 
that come to arbitration”; in fact, his book emphasizes 
the preponderance of cases in the first two categories. 

A random selection reveals that in one case an arbi- 
trator had to deal with “a claim for ‘wash-up time’ pay.” 
Another as to whether or not a lay-off was “a proper 
penalty for sleeping on the job.” Another arbitrator was 
faced with a decision as to whether or not a dispute over 
job qualifications was itself an appropriate subject for 
arbitration. Still another had to pass on whether a union 
had “the right to challenge work assignments.” The out- 
line followed by the author in each case is helpful: the 
case itself is briefly introduced, the position of the union 
and the position of management are outlined, and the 
findings and decisions of the arbitrator are given. It is 
emphasized that the essence of arbitration is that the de- 
cision must be made within the strict limits of a contract 
or of a specific frame of reference, and not on the merits 
of the case. Over against this, however, the author makes 
clear that at times both sides, with an appreciation of 
what makes for good industrial relations, agree to a set- 
tlement based not on the observance of technicalities, but 
on the principles of fairness and equity. 


The volume is a useful and carefully documented ac- 
count of the rise and practice of what is in fact a body 
of common law evolved by voluntary agreement by labor 
and management within the growing complexity of mod- 
ern industrial relations. 


We Return to Professor Clark 


Professor John M. Clark, in Guideposts in Time of 
Change, referred to last week, has applied his probe 
and his balances to labor relations, as he did more briefly 
in his Alternative to Serfdom last year. His treatment 
in Guideposts of “Collective Bargaining and Wages” (in 
one chapter of 30 pages, and 10 pages of the next chap- 
ter) offers more food for thought on the subject than 
does many a complete book. How he faces the subject 
is indicated by his introductory remarks, where he recog- 
nizes a dilemma: 


“Collective bargaining has become, with surprising 
swiftness, one of the greatest forces in our society... 
and a sound American economy hinges, to an extent 
hardly possible to exaggerate, on how well this great 
force is assimilated and whether it develops mainly in 
constructive or disruptive directions. 


“We start with two propositions. First, collective bar- 
gaining with strong unions is not only inevitable, it is 
indispensable . . . the worker’s alternative is serfdom. 
Second, collective bargaining as now practiced introduces 
monopolistic determination of the terms of employment, 
the principal element in the cost and the price of most 
things. And that makes it inconsistent with a competitive 
economy. Many people can see one or the other of these 
propositions. It is harder to see both, and hardest of all 
to see how they can be fitted together. Yet a healthy 
economy requires some tolerable and workable resolution 
of this incompatibility. It must obviously be an imperfect 
adjustment, and almost as obviously a moving and chang- 
ing one.” 
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